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- the options for government in the years ahead. 
 
 
 
I stand before you with some diffidence because my knowledge and involvement in this 
field is far less than yours.  I can only claim to have had a long interest in the field of 
philanthropy.  Until recently that interest had been in a general and not in an analytical 
way. 
 
Due to a conjunction of circumstances about a year ago I have taken a much more 
disciplined approach to the subject. This culminated in a large submission I made, as a 
private Senator, to the Prime Minister before Christmas on the subject of philanthropy.   
 
I was brought up in a family where some sort of charitable activity was seen as the norm 
and the same applied to most or all of our family friends.  My father was one of the first 
members of Legacy in this State, joining in 1931 and thereafter spent about 40 years 
quietly and unobtrusively supporting the ideals and activities of that organisation. 
 
I came early to the view that some of the needs of society can best be satisfied through 
the innate goodness of the members of that society acting in a voluntary way. 
 
As Jean Jacques Rousseau said: 
 
“Compassion is a natural feeling which, by moderating the violence of  love of 
self in each individual, contributes to the preservation of the whole species. It is this 
compassion that hurries us without reflection to the  relief of those who are in 
distress.” 
 
One of the distinguishing hallmarks of a society is the sophistication with which it tends 
to the needs of those less fortunate within its ranks. 
 
Another is how it caters for other interests such as education, the arts and cultural 
activities.  While in one sense these two areas are not related and quite separate - the 
humanitarian needs of society on the one hand - on the other the intellectual and 
aesthetic needs - from time immemorial the generosity - the philanthropy - of members 
of the community in meeting these needs has been a common uniting factor. 
 
 
There has never been any definition by government of the role of philanthropy for the 
betterment of the Australian society.  While the lack of interest and involvement by 
government in philanthropy may or may not have been a great handicap in the past, 
changing social, demographic and financial patterns pose a challenge for the future. 
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There is a cogent and persuasive argument for the Federal government to carefully and 
analytically review the role of philanthropy in the Australian society. 
 
Generosity has always been one of the great attributes of the Australian personality both 
individually and collectively. 
  
While many charitable institutions have their origins in other countries, such as the 
Salvation Army and the Red Cross, and have been enthusiastically supported by the 
Australian community, unique organisations like Legacy have also emerged from 
Australian origins to perform outstanding and honourable roles in our society. 
 
However there are many donors to charities and many who volunteer their services who 
believe that there has never been any real guidance or planning by government to 
maximise the involvement of Australians in the practice of philanthropy and in serving 
community institutions. 
 
This is an entirely different matter to granting taxation concessions for charitable 
donations. 
 
I do believe that as members of a highly sophisticated community we enjoy a huge 
number of benefits which expand our consciousness and capabilities to enjoy life.  
Benefits that far exceed those that we could provide for ourselves if it was possible for 
us to live purely as individuals. 
 
The other side of the coin is that in return for those benefits we have a certain number of 
obligations we owe the community. 
 
These are always voluntary obligations. 
 
How a society discharges those obligations is one of the attributes of a civilised society. 
 
There are several principal obligations. 
 
Obedience to the rule of law  and the acceptance that changes to bad laws are done by 
the legislature; the defence of the community and a willingness to support, for basically 
altruistic reasons, individuals and institutions within the community. 
 
This latter obligation can be described as the field of philanthropy. 
 
The popular view of philanthropy focuses on the relief of suffering of  individuals and 
that is a very important and laudable goal. 
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Regrettably we are not all born equal nor in the journey through life are we all treated 
equally by fate.  There will always be those who either though circumstances of their 
own making, or not of their own making,  need help to get along. 
 
This help is the noblest of all philanthropic activities. 
 
The alleviation of human suffering is also the most dramatic form of philanthropy but 
the subject of philanthropy has far wider boundaries than that. 
 
Philanthropy covers the whole field of support by one or a group of people for the 
activities of an individual or group in society.  As such it ranges from the relief of 
human suffering on the one hand through to educational, cultural and sporting activities 
on the other. 
 
As that great international fund raiser in philanthropic fields Everald Compton 
describes it, it is the fourth and largely invisible strand in our community. 
 
In his classification, government, commerce and industry and the trade unions form 
three well recognised strands in the fabric of Australian life.  The activities of these 
three groups are openly discussed in public and subject to checks and balances. While 
philanthropic activities play a similarly important role there is little public debate about 
them. 
 
Yet it is a fourth and equally important element in the Australian community.  Scarcely 
recognised by Government except in the direst emergencies; never prominent in public 
consciousness - the role of volunteers within Australia is a vital part of our national 
character. 
 
Recognition for the actions of these altruistic Australians and the enhancement of their 
capabilities to help their fellow citizens is long overdue.   
 
It is arguably the great change that can be made in Australian society for its 
advancement in the next generation.  A change that can come about with minimal cost 
and minimal discomfort. 
 
 
 
It is against this background that I have had for many years - a great respect for those 
involved in philanthropic activities in Australia tinged with a feeling that somehow we 
might be able to do better. 
 
Sometime about a year or so ago a number of disparate events caused me to think about 
the subject in more detail. This is not the place to list them but one of the principal 
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factors was that society is never static - it is always changing. 
 
In my view there are two very large changes moving through Australian society at 
present.  The major change is the nature and scope of employment.  The electronic 
age and automation have drastically reduced places in manufacturing industry. 
Couple this with large tariff reductions and the involvement of women in the workforce 
and the whole of the employment picture in Australia is unrecognisable from the 
stability and predicability of even twenty years ago. 
 
The other great and less visible change is the realisation in Western democracies that 
the welfare state has finite limits and it has passed its peak. 
 
The welfare state, the origins of which go back to the last century and which received a 
great boost of the great depression in the early 30’s and which finally matured in the 
post world war two era, has run into financial difficulties.    
 
Governments recognise that further significant expansion of the welfare state is not 
possible financially and are turning their attention to voluntary organisations to provide 
welfare services. 
 
Australian governments are not unaware of this. 
 
There is another significant factor here - one of which I am unaware that any 
government, including our own is making any preparation for.  Governments in 
countries like Australia are going to find their income base under threat in the near 
future because of the globalisation of business and the increased ability for more 
companies to elect to pay company tax, if they pay at all, in a country of their choosing. 
 
Secondly the electronic transfer of funds and the Internet can make the tracing of 
income by Taxation authorities very difficult.  The net effect of these changes may 
well be significant on the revenue stream for future governments. 
 
It follows that if philanthropy is to have a greater place in the Australian community 
then governments need to examine some changes to augment the capabilities presently  
being demonstrated. 
 
In a general sense charities are governed by legislation passed by all three levels of 
government.  As a consequence there is no uniformity or consistency between the 
States and Territories as to how  this sector is governed. Further due to a combination 
of the manner in which the sector has evolved and the diversity and complexity of legal 
frameworks under which charities have been established and the lack of any extensive 
investigation of the sector, no real attempt has been made to impose uniformity, let 
alone guarantee accountability or availability of information. 
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There are no uniform guidelines or laws across the States and Territories in relation to: 
(1) sector specific accounting and auditing standards; (2) availability of charities 
accounts for public perusal; (3) fundraising to cost ratios; (4) standards or qualifications 
of fundraisers; (5) guarantees or controls on how fundraising dollars are used; (6) 
checks on the efficiency of service delivery; (7)  controls on the cost of overheads; (8) 
controls on the persons or organisations which are able to gain exemptions from the 
provisions of legislation.  
 
The first conclusion to be reached is that the public must be educated in the desirability 
of public benefaction. 
 
The second conclusion is that the act of philanthropy in all its forms must be facilitated.  
This does involve some legislative action by government. In broad terms the 
responsibility of government  in this facilitation process is twofold. 
 
First by recognising the public benefaction of the act of philanthropy both through 
public awards and honours to donors, by financial inducements and by having in place 
simple and easily understood procedures for trusts etc. 
 
Secondly by ensuring that the time and money of donors is both honestly and 
effectively employed. 
 
Let me expand on those last two points at this stage.  The overwhelming majority of 
charitable institutions in Australia are honestly run by very dedicated people.  If they 
were not the public would not support them year after year.  It would be wrong 
however to claim that every institution was in this category. 
 
In order to maximise the role of voluntary organisations it is important that the integrity 
of all of them is beyond question. 
 
Secondly resources have to be effectively employed. 
 
 
 
While emotion has a significant place in philanthropy there is an obligation on 
organisations to conduct their affairs in a business like and efficient manner.   
 
Nationally these organisations do employ a large number of Australians and spend a 
great deal of money.  That money comes either in the form of direct donations from the 
public or indirectly through government, but again from the public, or combinations of 
these two. 
  
 
 
 
Program on Nonprofit Corporations    QUT 
7 
Furthermore the public are entitled to know that there is not wasteful duplication of 
effort.  Competition is often good but in philanthropy there is a very wide spectrum of 
community needs. 
 
Through the last decade I have been in most of the trouble spots where the United 
Nations have been involved. I do have some concerns about NGO’s- the Non 
Government Organisations - the overseas aid agencies. 
 
While I have a great admiration for the courage of the personnel involved and most of 
the organisations do perform well in the field I wonder whether we need as many 
organisations involved at the same time in the same country. 
 
I also wonder at what percentage of outlays their operating expenses reach, even after 
allowance is made for geographic inaccessibility. 
 
For example when I was in Rwanda in January 1995 there were over 190 NGO’s 
operating in what is really a tiny country geographically with all the  overheads of 190 
plus headquarters. 
 
****** 
 
 I was aware that my concerns were shared by a number of people with whom I came in 
contact.  As a result I decided to look into this area in some detail and the further we 
got into the project the more the boundaries of the enquiry receded. 
 
It  become clear that the whole of the field of philanthropy in Australia had grown in an 
ad hoc manner; there were minimal legislative  checks or balances.  Overall I came to 
the conclusion that it was desirable to introduce some changes so that the philanthropic 
field could grow and be more valuable for the people of Australia through the next 
century. 
 
That was how it came about that I presented a report to the Prime Minister on the 23rd 
December last year. The report did not propose solutions but illustrated some of the 
short comings of the present modus operandi and called for the establishment of a 
commission. 
 
I believe Governments have an obligation to put in place mechanisms to guarantee 
where practicable that fraudulent activities are minimised. This is particularly important 
today as governments put out to tender to the not for profit sector a significant part of 
their welfare work. 
 
When government also is actively encouraging organisations such as universities, 
research institutions, museums and art galleries to seek a greater proportion of their 
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funding from the private sector and corporate and individual donors, then it additionally 
has an obligation to facilitate these activities. 
 
What I have proposed is that the government should consider in depth the role of 
charitable or not for profit organisations in Australia in the 21st century; how the 
influence and effectiveness of those institutions can be enhanced to derive the 
maximum benefit for those in need and distress in the Australian community; and for 
the advancement in the broadest sense, of Australian cultural activities. 
 
I think we need to look much more closely at how government can best serve the 
interests of charitable organisations - so that the great benefits which can be derived 
from those within the community with altruistic ideals can best be utilised. 
 
The report of this Commission should be a declaration of great social and national 
importance for the future relationship between the community, philanthropic 
institutions and the government.  It should take Australia into the next century as a 
model for other nations to follow in the field of philanthropy. 
 
In 1993 the then government set up an enquiry by the Industry Commission - now the 
Productivity Commission - into Charitable organisations.  This report is very useful 
starting point for anyone interested in the subject because of the wealth of material in it. 
 
It is not however a good report.  
 
Its terms of reference were too narrow and restrictive. 
 
It concentrated on welfare organisation which groups represent only part of the 
charitable endeavours in Australia.  Far more funds are raised for education, culture, 
heritage and sport. 
 
If is difficult to concisely and accurately delineate the scope and extent of charities in 
Australia because the data is not available. 
 
 
 
It is estimated that in 1993-94 the combined total expenditure of charities or not for 
profit organisations in Australia was $4.8 billion.  Client fees are estimated to have 
raised about $1 billion over the same period. 
 
It is estimated that not for profit organisations employ around 100,000 paid staff while 
some 95 million hours of volunteer labour are contributed. 
 
Some organisations are very large and have an annual revenue well in excess of $100 
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million and asset values of a similar order. The largest organisations each have 
recurrent annual expenditure in excess of $10 million, and collectively spend some $1.6 
billion, about half of which comes from government. 
 
Direct government support for not for profit organisations is quite significant.  In 
1993-94 government support was estimated to be of the order of $2.7 billion.  To this 
must be added the cost of indirect measures such as tax concessions which may be in 
excess of $400 million per annum.  Some estimates put government support for these 
activities at around 60% of outlays. 
 
Whatever the accuracy of the above figures it is clear that not for profit organisations in 
Australia comprise a large sector in the community.  In turn governments play a 
significant role in that sector. 
 
There is therefore both a direct and indirect responsibility of government towards this 
sector to ensure that taxpayers funds are effectively utilised.   
 
There is a duty of care towards donors. 
 
An important attribute of this sector is its diversity. There is a great diversity in terms of 
services they deliver, their structure, size, location, resources, accountability 
requirements and the degree to which they are regulated, to name but a few. 
 
The same diversity applies to their funding. This can range from solely government 
funding to solely donations from the general public and all possible combinations in 
between.   
Diversity also marks the legal forms under which charities operate.  This can range 
from incorporated companies limited by guarantee, as the result of specialised 
legislation, through to those organisations operated by churches and which have no 
legal entity. 
 
Superimposed on this is a great diversity in the regulations and fund raising for not for 
profit organisations under Commonwealth law and between the individual states.  
There is little commonality here. 
 
Despite the size of this sector in Australia there is evidence that it is declining. This 
trend appears to be reflected in similar countries around the world. While no reasons are 
identified for this decline it may be that the huge expansion of welfare programs in the 
last sixty years by government and the burden of income tax may be contributing causes 
to this decline. 
 
As mentioned earlier it is now recognised that there is a finite limit to the extent of 
government welfare. Governments in Australia are attempting to deliver more services 
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through charitable organisations. Whether this trend continues or not, governments 
have a vested interest in maximising the operational effectiveness of the not for profit 
sector in so far as it reduces their welfare outlays. 
 
There are discernible problems with this sector at the present time because of the 
absence or lack of adequacy of legislation. 
 
Problems can arise in many areas.  There is for example, no requirement to publish a 
statement of intent as to how funds will be disbursed before seeking funds from the 
public. 
Similarly there are no agreed standards in relation to administration expenses and 
overheads.  Sometimes through lack of management skills, overheads consume too 
high a proportion of the donors gift.  In a few cases fraud has occurred. Apparently 
there is even no requirement to register a charitable organisation before seeking funds 
nor are there any qualifications required for a person to raise funds.  Accountability for 
the funds raised is often inadequate and incomplete. 
 
Donors are concerned as to how much of each dollar goes to the target areas or cause. 
 
All states except the NT and Tasmania have some legislation to control fundraising. Of 
all the States, NSW has the most advanced legislation. This has been introduced in the 
last decade.  
 
Since there are variable requirements across the Commonwealth, national bodies incur 
unnecessary overheads complying with differing regimes. World Vision for example 
claims that these inconsistencies between states cost it $1 million per year. 
 
The efficiency of this sector would be improved by uniform Australia wide legislation 
dealing with these points. 
 
* * * * * * * * * * 
 
 
The Australian tax treatment of charities and philanthropy is somewhat unique when 
compared with the rest of the world.  The tax rules effecting these bodies are amongst 
the most generous in the world: 
· gifts to many charitable organisations are deductible for tax purposes 
· income derived by such bodies is exempt from tax 
· no restrictions apply on maximum gifts that can be recognised for tax purposes 
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· Australian residents can claim tax deductions up to the amount of their entire income 
· minimum qualifying gift is $2 
 
Additionally the regulatory control over organisations which benefit from the special tax 
rules is remarkably lax by international standards, with the level of regulatory 
supervision being minimal throughout most of the states. Federally any supervision 
which does exist is provided by the Australian Taxation Office.  
 
In another noticeable difference between our system and that of overseas nations there 
are - with the exception of NSW - no general rules regarding the percentage of income 
which can be expended on outlays such as administration and fundraising expenses. 
 
There are also no rules here requiring minimum disbursement of capital by bodies 
benefiting from tax privileges. 
 
There is growing agreement of the need to review the definitions - common law and 
statute - which control which organisations receive funding.  Our system of taxation 
assistance is awarded using a definitional system which derived from a time when some 
of the present day organisations and the assistance they provide had not even been 
considered. 
 
 
The new generation of organisations do not qualify for assistance.  They are the so 
called "preventative" organisations. 
 
Those involved in this genre quite reasonably argue that by seeking to prevent a more 
major problem or crisis in the long term that are saving a great deal of money and as such 
deserve support. 
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There are over 70 Federal Acts which define or impose a definition of the concept of 
charity in contexts as diverse as copyright to sex and race discrimination to foreign 
takeovers.  In terms of the States there are literally hundreds of Acts.       
 
All three levels of government through a variety of Acts and regulation provide 
concessions and assistance and varying levels to most groups operating within the 
philanthropic sector. 
 
Government assistance is also offered via the expenditure side of the budget rather than 
through the tax system and the benefits or otherwise of both systems is a matter of debate 
in terms of fund raising flexibility.  Most charitable organisations strongly support the 
benefits of having tax deductibility status but believe it may be time for a review of the 
use of the common law definition of charitable organisations. 
 
It should be noted that there is often inconsistent taxation treatment through different 
rulings from different regional offices of the ATO. 
 
There was also the matter of having an upper and lower limit on tax deductibility of 
donations to approved organisations. Some organisations believed that moving above 
the $2.00 point would reduce administration costs while others claimed increasing the 
lower limit would in fact effect their financial viability. 
It is difficult to reconcile the retention of a low level contribution for tax deductibility.  
The original purpose in granting tax deductibility for donations was to provide an 
incentive for philanthropy. 
 
On the upper limit topic the IC report noted that in countries such as NZ donors are only 
able to receive tax relief for total donations up to $1500.  In the US donors may be able 
to claim a deduction for up to 50% of income for certain types of donations of cash or 
property. 
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Other significant areas of charity which the government has been keenly encouraging 
people to be involved with are education, the arts and cultural affairs.  Like other 
sectors, these are responsible for employment, revenue and are an important part of the 
Australian cultural environment. 
 
These are important areas which the IC did not cover but which any  discussion of the 
future direction of the sector involved with charity most certainly should examine.  
 
A brief perusal of the arts sector well illustrates this point. In recent years the move has 
been to link arts with communication and to link them together in the context of cultural 
policy, and to view the latter in terms of Australia's economic interests and international 
identity. 
 
Over the last 20 years there has been a marked rise in arts consumption and in the 
number of arts organisations operating in the field. In 1992, Economic Strategies Pty Ltd 
reported that between 1971 and 1991 both the number of listed arts organisations and the 
number of cultural centres and performing venues had quadrupled. 
 
 
In 1991 a Cultural Minister Council Statistical Advisory Group study found that cultural 
activity employed around 200,000 people and contributed $7.6 billion annually to gross 
domestic product. 
 
The value of goods and services produced by cultural industries is estimated at around 
$13 billion a year. Yet over a similar period corporate sponsorship of the arts in this 
country has fallen.   
 
There has been an attempt to encourage an increase in both individual and corporate 
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sponsorship for the arts, commencing most recently with the establishment of the 
Register of Cultural Organisations established in 1991 to facilitate tax exempt donations 
to arts organisations.   
 
In 1992-93 this was streamlined with the Taxation Incentives for the Arts Scheme.   
This was a program offering donors of significant cultural items to public collecting 
institutions a tax deduction under subsection 78(6) of the Income Tax Assessment Act.  
In 1994 this was again extended with a Bequests program. 
 
An Australia Council Report released in 1994 found that between 1989 and 1993 the 
percentage of large companies (those with more than 250 employees) supporting the arts 
fell from 43 to 34 percent. 
 
Further the percentage of all companies supporting the arts fell from 11 to 9% which 
confirmed the downward donation trend in Australia. 
 
In 1986 the percentage had been 13%, with the total amount of corporate sponsorship for 
the arts falling by 7%. 
 
Those few examples are in no way exhaustive.  There are many more instances which 
could be cited to illustrate the diversity of conditions under which philanthropy operates 
in Australia. 
 
But this is not just about recognising and enunciating diversity or difficulties.  That it 
just the first albeit important step.  This is also about making recommendation for 
change - change which will provide the best operating environment possible for the 
entire philanthropic sector and ultimately the community. 
  
I believe that uniform legislation across Australia is desirable; that legislation must 
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ensure that organisations are fully accountable to the public for their activities; 
organisations except for the very small should be registered and that registration should 
be a guarantee to the public of their bona fide’s; there should be an accurate public 
document which defines how their funds are to be spent; there should be an upper limit 
on administrative costs; funds must be spent for the purpose for which they are raised; 
there must be independent auditing of each organisation. 
 
On the government side there should  be standardisation of taxation treatment across 
the spectrum; there should  be removal of inhibiting legislation which acts as a barrier 
for donors such as the Capital Gains tax. 
 
These are but a few of the issues which need to be reviewed and considered very 
carefully by the Government.  
 
To that end in my submission I recommended that an Australian Philanthropic 
Commission be set up within the Department of Prime Minister and Cabinet.  
 
 
The Commission would be composed of 5 persons all of whom should have wide 
experience  in and knowledge of philanthropy in Australia. It would have a finite life of 
18 months. 
 
Its duty would be to review the role of philanthropy in Australia paying particular 
attention to  
· Public education in philanthropy; 
· Education and qualifications for fund raisers and administrators in the philanthropic 
field; 
· Methods of fundraising; 
· Accountability; 
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· Performance standards of delivery of service; 
· Direct and indirect taxation treatment 
· Fraud control measures; 
· Special needs of organisations operating in remote and isolated areas; 
· Uniformity across all sectors; 
· Uniformity across Australia; 
· Registration of not for profit institutions; 
· Duplication of services provided; 
· Relationship with government; and 
any other relevant matters that emerge in the course of the enquiry. 
 
In the light of these considerations the APC should make whatever recommendation it 
sees fit to government including the desirability or otherwise of legislative changes so 
that Australians might enter the 21 century with the best system for encouraging 
philanthropic activity within an environment of minimal but necessary regulatory 
controls. 
 
 
